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0690 Office of Emergency Services

The Office of Emergency Services (OES) coordinates emergency activities to save lives and
reduce property losses during disasters and acts as the state’s conduit for federal assistance
related to recovery from disasters. The emergency planning is based on a system of mutual aid
in which a jurisdiction first relies on its own resources and then calls for assistance from its
neighbors.

Office of Emergency Services — Program Expenditures

Expenditures (dollars in thousands)

Program 2004-05 2005-06  2006-07 $ Change % Change
Support of Office of Homeland Security $0 $0 $170,217  $170,217 n/a
Mutual Aid Response 17,339 20,557 16,522 -4,005 -19.5%
Plans and Preparedness 143,772 363548 35693  -327,855 -90.2%
Disaster Assistance 591,614 635,609 616,463 -19,146 -3.0%
Criminal Justice Projects 189,763 242,421 198,329 -44,092 -18.2%
CA Anti-Terrorism Information Center 6,700 6,700 6,811 111 1.7%
Administration and Executive 6,823 7,140 7,259 119 1.7%
Distributed Administration and Executive -5,928 -6,234 -6,338 104 1.7%
Support of Other State Agencies 11,000 11,000 n/a
Office of Homeland Security 1,174 33,327 0 -33,327 -100.0%
Totals, Programs $951,257 $1,303,068 $1,05595 -$247,112 -19.0%
Total Authorized Positions 431.7 505.9 497.1 -8.8 -1.7%

Budget Request. The budget proposes total expenditures of $1.1 billion ($124.6 million General
Fund, $897.7 million federal funds, $33.6 million special funds and reimbursements), a decrease
of $247.1 million, or 19 percent, from the estimated current-year expenditures. The major
reasons for the reduction include: creation of a separate budget item for the Office of Homeland
Security, effective January 1, 2007 ($180.8 million); an adjustment to reflect updated disaster
assistance payments ($17.4 million); and a reduction in federal criminal justice grants ($16.9
million). The majority of funding for OES is local assistance ($961.4 million).
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Proposed Vote-Only Issues

Issue Title

Positions

Dollars

A. Tsunami Program Manager Position. Requests authority to add one position to provide
expert technical assistance to state agencies participating in the National Hazard Mitigation
Program, manage contracts for the development of tsunami inundation projections, and
provide technical assistance and support for response plan development and training to
coastal and delta communities vulnerable to tsunami inundation. The costs for the position
can be absorbed using existing federal fund authority.

1.0

$0

B. Justice Assistance Block Grant Adjustment. Requests technical adjustments necessary
to reflect the reduction in federal funds for criminal justice programs for the budget year.
This adjustment would reduce the Federal Trust Fund authority to zero for Byrne (-$52.1
million) and Local Law Enforcement Block Grants (-$882,000) and would replace these
grants with funding for the new Justice Assistance Block Grant ($36.1 million), resulting in a
reduction of $16.9 million. (Federal Funds)

-$16,874,000

C. Reimbursement Authority Reduction. Requests a technical adjustment to align
budgeted reimbursement authority with anticipated levels of funding expected to be received.
(Reimbursements).

-$1,005,000

Staff Recommendation. No issues have been raised by the LAO or staff on the vote-only issues.

Staff recommends approval of these vote-only issues.

Action.

Discussion Issues

1. Accounting Problems with the Criminal Justice Grant Program

Background. Beginning January 1, 2004, the OES’s Law Enforcement and Victim Services
(LEVS) division has been administering grants formerly managed by the Office of Criminal
Justice Planning (OCJP). Due to weaknesses in OCJP’s accounting records, OES encountered a
number of serious problems, including the inability to match expenditures with grant amounts
and violations of federal grant management requirements. As a result, the federal government
froze its grant monies for a time (several federal grants remain frozen). In addition, the
Department of Finance’s (DOF’s) Office of State Audits and Evaluations completed an audit in
February 2005 which attempted to reconstruct OCJP’s accounting records. These problems have
caused ongoing problems in OES’ accounting efforts, particularly for the LEVS grants. The
OES’ problems have been exacerbated by vacancies in its budget and accounting units. For
instance, the department reports that, for a short time, the budget unit was 100 percent vacant.

2004-05 Financial Statement Not Yet Closed. OES has been unable to close out its 2004-05
financial statements. The Governor’s budget displays several appropriations that may have been
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over-obligated in 2004-05. Since it has been unable to finalize its financial statements, the exact
amounts of any such over-obligations are still unknown.

LAO Withholds Recommendation. The LAO notes that to date, the magnitude of any
appropriation over-obligations is still unknown. The LAO withholds recommendation on the
LEVS budget pending review of the action plan.

Staff Comments. Based on the results of the Reconstruction Project, OES may require
adjustments to its local assistance budget authority to be able to continue making payments to
Criminal Justice grant recipients. Potential adjustments could span three fiscal years, 2004-05,
2005-06, and 2006-07. The OES has released an updated action plan which estimates that it will
be submitting information to the Department of Finance (DOF) by the end of March 2006. OES
originally estimated that the Reconstruction Project would be finished by summer 2005.

Federal Government Froze Funding for Several Grants. As a result of inadequate accounting
reports from OCJP at the time of the transfer of the grants to OES, federal agencies froze the
federal funding for certain grants in October 2003. In May 2004, the federal agencies agreed to
provide interim funding on the condition that the accounting records were accurately
reconstructed. The grantees of these federal and state funds include local governments, law
enforcement agencies, and community-based organizations. The OES reports that funds from
the following grants remain frozen:

EDWARD BYRNE MEMORIAL FUND: There are funds from FFY 2002 and FFY 2003 that
are on hold pending the reconstruction and reconciliation of the records so that the old awards
can be closed out and the balances re-awarded to OES. The balance for ‘02 is estimated at $3.5
million. For ‘03 the balance is estimated at $13.7 million.

RESIDENTIAL SUBSTANCE ABUSE TREATMENT: There are funds from FFY 2002 and
FFY 2003 currently on hold pending the reconstruction and reconciliation of the records so that
the old awards can be closed out and the balances re-awarded to OES. The balance for ‘02 is
estimated at $2 million. For ‘03 the balance is estimated at $3.6 million.

VIOLENCE AGAINST WOMEN ACT SERVICES-TRAINING-OFFICERS-PROSECUTORS
PROGRAM: There are funds from FFY 2002 currently on hold pending the reconstruction and

reconciliation of the records so that the old award can be closed out and the balance re-awarded

to OES. Last year: The balance for VAWA *02 estimate is projected to be at $1 million.

Staff Recommendation. The Table on the following page highlights the proposed LEVS
spending. Staff recommends holding open the LEV'S budget, pending the outcome of the OES
accounting reconstruction. The Subcommittee may wish to ask OES about the timeline for its
Reconstruction Project and if there are any preliminary findings. With respect to the frozen
federal funds, the Subcommittee may wish to get an update on the amounts outstanding and
information on whether any of these funds are at risk of being returned to the federal
government.

Action.
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The Table below highlights the proposed LEVS local assistance grants for the budget year.

Law Enforcement and Victim Services (LEVS) Grants

OES Summary of Program Budget Amounts by Fund — Local Assistance 2006-7
(Dollars in Thousands)
Fund Source
Program Total General Federal Special  Reimb.
Fund Fund Fund
Victim Services
Victim Witness Assistance $11.871 $11.871
Victim’s Leagal Resource Center 41 $41
Domestic Violence 11.481 2.730 $8.751
Familv Violence Prevention 50 50
Violence Aaainst Women Act (VAWA) 12.990 12.990
Rural Domestic Violence/Child 571 571
Mentoring Children 260 260
Rape Crisis 3.720 50 3.670
Rape Prevention (DHS) 5.571 $5.571
Homeless Youth 396 396
Youth Emeraency Telephone Referral 127 127
Child Sex Abuse & Exploitation 978 978
Child Sex Abuse Prevention & Training 302 302
Victims of Crime Act (VOCA) 40,698 40,698
Subtotals- Victims Services $89,056 $3,696 $63,270 | $16,519 | $5,571
Public Safety
Sexual Assault Felony Enforcement 5.700 5.700
War on Methamphetamine 9,500 9,500
Vertical Prosecution Block Grants 8,176 8,176
Project Safe Neighborhoods 2,510 2,510
Evidentiary Medical Training 648 648
Forensic Sciences Improvement Act 358 $358
Children’s Justice Act (CJA) 1,775 1,775
Public Prosecutors/Defenders Training 800 8 $792
Residential Substance Abuse Treatment 9,135 9,135
Peace Officer Protective Equipment 1,275 1,275
Justice Assistance Grant 34,270 34,270
High Tech Theft 13,518 13,518
Gang Violence Suppression 1,785 1,785
CAL GANG 300 300
Multi-Agency Gang Enforcement 93 93
Rural Crime Prevention 3,643 3,643
OHS CA Mass Transportation Security 2,500 2,500
Subtotals — Public Safety $95,986 | $29,853 $49,323 | $16,810 | $5,571
Totals, Local Assistance $185,042  $33,549  $112,593  $33,329  $5,571
Senate Committee on Budget and Fiscal Review Page 4
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2. Sexual Assault Felony Enforcement Grant Program

Budget Request. The budget proposes $6 million in General Fund support for Sexual Assault
Felony Enforcement (SAFE) teams. This includes $5.7 million in local assistance, with the
remainder used to support new OES staff to administer the program. Chapter 1090, Statutes of
2002 (AB 1858, Hollingsworth), authorizes these teams as partnerships between local, state, and
federal law enforcement to: (1) proactively monitor habitual sexual offenders and (2) collect
data to determine if proactive law enforcement is effective in reducing violent sexual assault
offenses. No state appropriation accompanied the bill. This proposal would provide General
Fund support to enhance existing local and regional teams and to establish programs in counties
where they do not already exist. Funding would be allocated to counties with 200 or more
registered sex offenders (about 40 counties) based on each county’s proportionate share of the
offending population.

Concerns Raised by the LAO. The LAO indicates that the administration was unable to provide
even the most basic information regarding the proposed grants. The LAO reports that the
administration was unable to provide information about how many such programs currently exist
and how they are currently funded. In addition, Chapter 1090 specifically requires SAFE teams
to collect data regarding their effectiveness. Yet, according to the LAO, the administration could
not provide any such data or analysis documenting the teams’ level of success to date. The LAO
notes that the proposal also fails to demonstrate why state funding is necessary if the teams have
been operating for the past several years without any state assistance. In addition, the LAO notes
that the OES has been struggling to meet basic budgeting and accounting standards for the
criminal justice programs transferred from the former Office of Criminal Justice Planning. The
LAO believes that the financial problems will require ongoing attention by the department’s
executive management for the next several years and that the department should be focused on
meeting basic accounting and budgeting standards, rather than the development of new grant
programs.

Analyst’s Recommendation. The LAO recommends rejection of this proposal.

Staff Recommendation. Staff is reviewing additional information provided by the department.
Staff recommends holding this issue open at this time.

Action.
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3. Assistance for Victims of Crimes Committed by Parolees.

Budget Request. The OES currently administers the Victim-Witness Assistance Program, which
funds every county to operate comprehensive victim-witness assistance centers that provide
support services to victims and witnesses during criminal proceedings. Victim advocates guide
victims through the court process, help victims receive restitution, provide crisis intervention,
and make referrals to counseling and community services. The administration proposes to
establish a $1 million grant program to assist counties in extending services to victims and
witnesses that choose to participate in parole revocation hearings. The administration’s stated
objective is to increase victim-witness participation in such hearings, with the goal of sending
more parolees back to state prison for crimes committed while on parole. Funding for this
program would come from the Victim-Witness Fund, which is funded by criminal fines.

Concerns Raised by the Analyst. The LAO indicates that the administration could not identify
the current rate at which victims and witnesses attend parole revocation hearings or the extent to
which the local assistance centers already provide these services. The LAO also notes that the
proposal does not identify the expected improvement in participation, how funding would be
distributed, or the broader impact such participation is expected to have on criminal recidivism.
The LEVS division is struggling to meet basic budgeting and accounting standards. The
department asserts that adding two new grant programs would not further impair its progress in
resolving these problems. Realistically, however, the financial problems will require ongoing
attention by the department’s executive management for the next several years. The department
should be focused on meeting basic accounting and budgeting standards, rather than the
development of new grant programs. In addition, the LAO notes that the OES has been
struggling to meet basic budgeting and accounting standards for the criminal justice programs
transferred from the former Office of Criminal Justice Planning. The LAO believes that the
financial problems will require ongoing attention by the department’s executive management for
the next several years and that the department should be focused on meeting basic accounting
and budgeting standards, rather than the development of new grant programs.

Analyst’s Recommendation. The LAO recommends rejection of this funding.

Staff Recommendation. Consistent with the LAO recommendation, staff recommends rejection
of this funding.

Action
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4. Drug Endangered Children (DEC) Program

Augmentation Request. The California Drug Endangered Children (DEC) Alliance is a multi-
jurisdictional effort to rescue and defend children who are endangered by their parent's drug
activities - primarily methamphetamine. Throughout California, thousands of children are
exposed to methamphetamine production, drug trafficking, drug use, and the squalor of homes
where parents are attempting to parent through their addictions. A significant number of
children under the age of 13 coming from these environments will actually test positive for
methamphetamine when taken into protective custody. In most instances, unless there is a multi-
jurisdictional effort to intervene on behalf of these children, their needs go unmet. They are
often simply left at the crime scene in the care and custody of a neighbor or friend of an arrested
parent. The DEC Alliance is in the final four months of a three-year grant awarded by the
Children's Justice Act (CJA) and administered by the Governor's Office of Emergency Services
(OES) to bring training to counties throughout the state to address this extraordinary problem.

For the past three years, with CJA funding, the Alliance has employed a coordinator, developed a
training curriculum and provided conferences throughout California. These trainings are
directed to a multi-jurisdictional audience of law enforcement, child welfare services,
prosecutors, and public health professionals and promote the use of DEC response teams to
address the needs of children found in narcotics crime scenes. The DEC Alliance indicates that
because of these efforts, many counties throughout the state have developed DEC protocols and
the welfare of thousands of children has been addressed. The DEC Alliance is also developing a
website, drafting written training materials, promoting a medical protocol, and supporting data
collection for our project.

The DEC Alliance is seeking approximately $150,000 per year with a multi-year commitment of
3to 5 years. This funding would allow them to recruit and employ a qualified State Coordinator,
provide technical support to the counties, and continue sponsoring training conferences
throughout California. The DEC Alliance indicates that many areas of the State have not yet
received training and many counties need continued training and technical support.

Staff Recommendation. Staff recommends holding this item open at this time. Staff will work

with the department and the LAO to identify potential funding sources for this program.

Action.
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5. State Warning Center Increase

Budget Request. The budget proposes to increase staff at the State Warning Center (SWC),
which serves as the central information point during state emergencies. Specifically, the budget
proposes increased funding of $617,000 (General Fund) and nine new positions in order to
maintain at least three staff at the center twenty-four hours a day.

According to the LAO, the department already has a total of 51 authorized positions in the two
classifications it is requesting. Yet, according to data from the State Controller’s Office, 33 of
the existing 51 positions are currently unfilled — a vacancy rate of 65 percent.

Staff Comments. OES indicates that due to an error the majority of positions that showed up as
vacant in the Controller’s Office data were not vacant. The actual number of vacant positions in
the two classifications is 2, and neither of those positions is at the SWC.

Staff Recommendation. Staff recommends approval as budgeted.

Action

6. Adjustment to Reflect Updated Disaster Assistance Payment Projections
Budget Request. The budget proposes to reduce OES’s General Fund disaster assistance
authority by $19.6 million to reflect the latest local assistance payment projections and to remove
authority for a one-time state operations augmentation related to the 2005 Southern California
Winter Storms.

Staff Comments. The OES indicates that these estimates have been revised based on projected
payments for the flooding that occurred in early January 2006. DOF anticipates that a revised
proposal will be submitted through the Spring Finance Letter process.

Staff Recommendation. Staff recommends holding this issue open pending a revised proposal.

Action
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7. Disasters and State Emergencies -- Informational Issue

On February 24, 2006, the Governor declared a state of emergency for the state’s levee system
due to the imminent threat of catastrophic levee failure. The emergency proclamation cites a
report by the U.S. Army Corps of Engineers in cooperation with the California Department of
Water Resources (DWR) from December 2005 which identified 24 critical erosion sites on
project levees in the Sacramento and San Joaquin River Flood Control systems. The declaration
allows the Governor to use monies from the state’s budget reserve for levee repair. On March 7,
2006, the Governor signed Executive Order S-01-06 instructing the DWR to repair the 24
identified critical levee erosion sites.

Comments. The Subcommittee may wish to ask OES to summarize the traditional role that OES
plays in declaring a state emergency, to describe its role in the Governor’s recent declaration of
emergency regarding the levees, and to describe its role moving forward in this emergency. The
Subcommittee may also wish updates on efforts to get the federal government to declare an
emergency, and estimates for the costs to repair the identified critical erosion sites.

Informational Issue.

8. Radio Interoperability — Informational Issue

The Public Safety Radio Strategic Planning Committee (PSRSPC) was established by legislation
in 2002 (AB 2018) as a means to develop an integrated network of systems and interoperability
for state agency first responders. The agencies involved with PSRSPC represent state-level core
agencies that routinely employ public safety communications to carry out their missions in state
government. They are also regularly involved with planning, using, acquiring, exercising, and
evaluating public safety communications in order to perform their missions and serve the
residents of California. Between July 2005 and the present, the PSRSPC, chaired by OES, has
begun to address the challenges and issues facing California state agencies and partner
organizations in pursuit of communications equipment modernization and interoperability.

Pursuant to statute, in January 2006, the PSRSPC reported to the Legislature with its plan for
California State public safety communications integration, modernization, and interoperability.

It is both a status report of PSRSPC activities as mandated by the Public Safety Communications
Act of 2002, as well as a statewide strategic plan for wireless communication modernization and
interoperability. The PSRSPC membership believes this plan captures needed history and
context, sets a realistic vision for the future, and recommends real-world steps that can be
implemented immediately. This plan provides a "roadmap" for addressing the complex needs of
California's public safety communications infrastructure.

Informational Issue.
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0685 Office of Homeland Security

The Office of Homeland Security (OHS) develops, maintains, and implements a statewide
comprehensive homeland security strategy to prevent terrorist attacks within the state, reduce the
state's vulnerability to terrorism, minimize damage from attacks that may occur, and facilitate the
recovery effort. The OHS also serves as the state administering agency for federal homeland
security grants and the state's primary liaison with the U.S. Department of Homeland Security.

Budget Request. Currently, the OHS is funded as part of the Office of Emergency Services
(OES). The budget proposal reflects technical adjustments necessary for the OHS to be
budgeted as an independent entity, effective January 1, 2007, if legislation is passed that
establishes the Office in statute. However, the Administration has not proposed legislation to
create OHS as an independent entity in a budget trailer bill.

Total funding for the OHS in the budget year is $365 million ($359.7 million federal funds and
$5.2 million Antiterrorism funds). Of the total proposed funding, $330.5 million is for homeland
security grants to local jurisdictions, $22 million is for homeland security grants to other state
agencies, and $12.4 million is for support of the OHS. In the budget display, half of the funding
appears in the OES budget item and half in the newly created OHS budget item. The Table
below displays the combined funding from both budget items to show the total proposed budget.

Office of Homeland Security

Expenditures (dollars in thousands)

Program 2004-05 2005-06 2006-07 Change % Change
Support of Office of Homeland Security $2,987 $11,227 $12,436 $1,209 10.8%
Support of Other State Agencies n/a n/a 22,000 22,000 n/a
Local Assistance 203,000 328,000 330,500 2,500 0.8%
Totals, Programs $205,987  $339,227  $364,936 $25,709 7.6%
Total Authorized Positions 22 53 67 14 26.4%

Staff Comments. The support of the Office of Homeland Security program includes $4.5 million
for an interagency agreement with the Military Department to provide assistance with a
statewide training and exercise program. The budget for OHS grew significantly in the current
year as a result of expansions in the staff approved last year for the OHS.

The U.S. Department of Homeland Security (DHS) indicates that approximately $1.8 billion will
be available nationally for homeland security grants in federal fiscal year 2006, which began in
October 2005. Because the state is currently in the process of applying for these grants, the
funding is not included in the January budget. In previous years, the Department of Finance has
submitted a Finance Letter in the spring once the grant awards have been made by the DHS.
OHS indicates that it does not anticipate that the grant awards will be made by the federal
government to include them in the budget by the time of the May Revision.

Senate Committee on Budget and Fiscal Review Page 10
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1. Homeland Security Grants — Informational Issue

Since 2000, the state has received over $1 billion in federal homeland security funds that are
administered by the OHS and by the Department of Health Services. The Table below highlights
the funds administered by OHS since 2000.

OHS Federal Homeland Security Grants

Federal Fiscal Years 2000-2005

Federal

Fiscal Local State

Year Governments Agencies Total
2000 & 2001 $12,224,750 $2,608,250 $14,833,000
2002 19,965,000 4,866,000 24,831,000
2003 186,960,190 39,521,300 226,481,490
2004 282,038,527 35,091,400 317,129,927
2005* 295,808,216 30,661,056 314,922,077
Totals $796,996,683 $112,748,006 $909,744,689

*Totals for 2005 include Urban Area Security Initiative Transit Grants and the Buffer Zone Program.

Grant Management. Generally, the federal government has capped the amount allowable to the
states for management and administration at 3 percent of the total grant. The following amounts
were retained by OHS for management and administration (M&A):

> For funds received in federal fiscal year (FFY) 2000, 2001, and 2002, no funding for M&A
was allowable.

For FFY 2003, $1,753,407 was retained.

For FFY 2004, $2,500,000 was retained.

For FFY 2005, $7,879,106 was retained (this represents 3 percent of the grants and was the
maximum allowable under the grants).

YV V

For FFY 2006, OHS indicates that the states will be able to retain up to 5 percent for M&A.
OHS expects to retain the maximum amount for M&A.

Specific Reporting and Audit Requirements. The federal government requires recipients to
submit both financial and program reports. These reports describe the status of funds, the status
of the project, a comparison of actual accomplishments to the objectives, and the reason(s) goals
have not been met. Future awards, fund draw-downs, and modification approvals may be
withheld if financial and program reports are delinquent. In addition, grantees and sub-recipients
are responsible for obtaining independent audits and are responsible for follow-up and corrective
action on all audit findings.

Grant Management Issues Raised Last Year. Last year, the LAO reported that its review of
homeland security programs found that neither OHS nor DHS was conducting audits of local
government grant recipients to ensure that the funds were being used consistent with
requirements and approved proposals. In its request for additional grant management positions
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last year, the OHS indicated that: (1) responses to sub-grantee award adjustment requests were
delayed up to 45 days; (2) five of the last seven federally required performance reports had been
submitted as much as 60 days late; (3) sub-grantee requests for technical assistance were taking
on average 23 days to receive a response; and (4) sub-grantee monitoring (verification of the
sub-grantee compliance with grant requirements) had not been performed at all due to lack of
staff. The OHS indicates that it has corrected these problems due to the additional staff that was
been provided through the budget process.

State Agency Grants. Generally, the Homeland Security Grant funding that goes to locals is
allocated through a formula that is specially designated for a local region. However, the OHS
does exercise some discretion over the grants made available to other state agencies. The OHS
reports that in 2004 it received funding requests from state agencies totaling $289.4 million and
approved funding of $32.6 million (11.2 percent of the total requested). For 2005, requests
totaled $202.5 million and approved funding totaled $27.7 million, or 13.7 percent of the total
requested).

OHS indicates that funding determinations have been guided by the goals and objectives of the
state’s overall homeland security strategy. In the past, the funding priorities have been equipping
first responders, enhancing information sharing, protecting critical infrastructure, developing
training and awareness courses, increasing public awareness and preparedness planning efforts.

Changes for the FFY 2006 Grants. The OHS indicates that for FFY 2006, each state and
territory will receive base allocations from the State Homeland Security Program and the Law
Enforcement Terrorism Prevention Program according to the USA PATRIOT Act formula. The
remainder of funds will be allocated based on: (1) an analysis of risk at the state and urban area
levels; and (2) the effectiveness of the state and urban areas grant proposals in reducing
identified needs.

All Urban Area Security Initiative (UASI) funding will be allocated on risk and need calculated
by the federal Department of Homeland Security. Previously, the federal government had
funded the top 50 Urban Areas based on risk and need. For 2006, only the top 35 will be funded.
As a consequence, Sacramento and San Diego have fallen off the list. These areas are eligible
for continuation funding in FFY 2006, but would potentially not be eligible for future funding
under this grant. In 1995, these areas were awarded $20 million from the UASI program. For
FFY 2005, California’s designated UASI regions were Anaheim, Santa Ana, Oakland, San
Francisco, San Jose, Los Angeles, Long Beach, Sacramento, and San Diego.

Informational Issue
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2. Homeland Security Grant Expenditures — Informational Issue

Last year, as part of its review, the LAO found that the state lacked a statewide strategic
approach for homeland security funding and found that expenditure of the available federal funds
has been slow and that monitoring and audits of local grants had not been performed.

The Table on the following page highlights the Homeland Security Grants that California has
received and highlights when those funds expire and would have to be released back to the
federal government. As can be seen in the Table, the grants from FFY 2002, 2003, and 2004 are
all set to expire by the end of calendar year 2006. For these years, less than half of the funding
has been expended to-date. The OHS indicates that extensions have already been approved for
the FFY 2002 and 2003 funds and that no additional extensions will be provided.

OHS is working with the affected local agencies to help ensure that all eligible funds are
expended. OHS has indicated that it is setting up a system such that unexpended funds can be
disencumbered and reprogrammed to other sub-grantees in order to be expended prior to the
expiration date.
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Summary of Homeland Security Grant Expenditures as of February 2006
(Federal Fiscal Years 2002 through 2005)

Grant Grant Award | Reimbursed | Percent Balance Percent Grant
minus state Expiration

Administration Date

FY02 State Domestic $24,831,179 | $24,591,272 99% $239,907 1% 7-31-06

Preparedness Program

FY03 State Homeland Security 45,023,000 35,676,847 79% 9,346,153 21% 9-30-06

Grant Program Part |

FY03 State Homeland Security 119,256,000 87,472,534 73% 4,801,860 27% 10-31-06

Grant Program Part |1

FYO03 Urban Areas Security 62,202,490 24,494,850 39% 37,707,640 61% 12-31-06

Initiative Grant Part 11

FY04 Homeland Security 175,457,000 48,962,640 28% | 126,494,360 72% 11-30-06

Grant Program

FY04 Urban Areas Security 141,672,927 21,851,337 15% | 119,821,590 85% 11-30-06

Initiative Grant

FYO05 Homeland Security 282,622,077 725,977 0% | 281,896,100 100% 3-31-07

Grant Program

Total $851,064,673 | $243,775,457 29% | $607,289,216 71%
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3. Creation of the Office of Homeland Security as an Independent Entity
The Office of Homeland Security (OHS) lacks a statutory framework. Currently, OHS is
included within OES for budgetary purposes.

Budget Request. The administration proposed the creation of OHS as a separate state entity. In
anticipation of administration-sponsored legislation to implement this proposal, the budget
creates a new budget item (0685) for OHS. The budget assumes an effective date of January 1,
2007 for this legislation. Consequently, the office’s funding for 2006-07 is split evenly between
OES’s budget and the new budget item. The budget bill contains language that would revert the
funding back to the OES budget if legislation does not create a separate entity.

The administration has proposed that OHS and OES be separate entities, both reporting directly
to the Governor. Although OHS is currently budgeted within OES, the two entities largely have
been operating independently of one another. The LAO notes that although homeland security
and emergency services can be distinguished from one another in some respects, the activities
tend to overlap. For instance, although OHS administers the federal homeland security grants,
many grant activities are related to overall emergency planning and response (overseen by OES).
Given the current structure, it is likely that federal grant funds allocated by OHS have been used
for more narrow homeland security purposes than if OES allocated the grants. The OES would
be more likely to integrate the federal funds with existing emergency preparedness activities.

In addition, as noted earlier, the state’s emergency response system depends on solid working
relationships among participants. Separating grant administration from day-to-day emergency
response means that local governments have to forge relationships with two separate state
entities.

LAO Recommendation. The LAO recommends rejecting the proposal for a separate budget item
for OHS. The LAO believes that the OHS and OES have overlapping activities and need to
work closely together and that the OHS should be established as a division within OES. The
LAO believes that the Legislature should provide specific statutory authorization for OHS and
delineate the office’s duties and powers (within OES). Such an approach would make it clear
that OES is in charge in case of disaster preparedness and response.

Staff Recommendation. The OHS has indicated that no legislation has been introduced to create
OHS as an independent entity. Given the issues raised by the LAO, staff recommends rejecting
the proposal to create a separate budget item in the budget bill for OHS. For clarity purposes,
staff recommends that the funding for OHS be provided as a separate program within the OES
budget, as has been proposed in the Governor’s budget for the first half of the budget year.

Action
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4. Science and Technology Unit

Budget Request. The budget proposes $465,000 in federal funds and five positions to establish a
Science and Technology Unit within the OHS. The new unit would seek technology based
solutions for homeland security related goals.

Staff Recommendation. No issues have been raised by the LAO or staff. Staff recommends
approval as budgeted.

Action.

5. Administrative Unit Workload Increase
Budget Request. The budget proposes $444,000 ($244 federal funds and $100,000 antiterrorism
funds) and 9 positions for additional administrative and grant management support for the OHS.

Concerns Raised by the LAO. The LAO notes that the 2005-06 budget provided OHS with a
four-fold increase in staffing — bringing total authorized personnel from 13 to 53. The additional
staff was intended to handle the office’s growing duties, such as administering grants, reviewing
dangers to infrastructure, developing the homeland security strategic plan, and related
administrative duties. The LAO indicates that OHS still has 22 unfilled positions on its existing
staff — an overall office vacancy rate of 42 percent.

Analyst’s Recommendation. The LAO recommends rejecting the funding for these positions
until the OHS fills its current positions.

Staff Comments. The requested positions include, a grants manager, a staff counsel, an
administrative unit supervisor, a budget officer, accounting officer, personnel specialist,
procurement/contract position, and an information systems analyst. In the current year, OHS
received $355,000 to contract for administrative services related to fiscal services, information
technology, and legal counsel. OHS indicates that it has contracted with the OES to provide
these services.

The OHS indicates that it is seeking $100,000 from the Antiterrorism Fund because that funding
would provide funding for the following specifically ineligible costs not allowed under the
federal funds: (1) construction or renovation costs; (2) general purpose vehicles and associated
costs (currently OHS has three vehicles on loan from the Department of Justice; and (3)
professional license/certification renewal.

Staff Recommendation. Consistent with the LAO recommendation, staff recommends rejecting
funding for the new positions.

Action
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6. Establish the California Mass Transportation Security Grant Program.

Budget Request. The budget proposes $5 million from the Antiterrorism Fund to fund a new
program to assist local mass transit entities in improving the security infrastructure. The
Antiterrorism Fund was created by Chapter 38, Statutes of 2002 (AB 1759, Wesson) following
the terrorist attacks on September 11, 2001. The fund receives revenues from the California
memorial license plates, which are estimated at $1.2 million annually. Money from the
Antiterrorism Fund has not been appropriated in past years, and the estimated available balance
is $5.4 million. The ongoing grant program would be $1 million annually. The proposal
requires trailer bill language (attached) to authorize OHS to use the entire Antiterrorism Fund
solely for antiterrorism purposes. Under current statute, the fund is allocated (upon
appropriation by the Legislature) one half to the Office of Criminal Justice Planning (OCJP),
solely for antiterrorism activities, and one half to other agencies for antiterrorism activities.

Analyst’s Concerns. The LAO notes that in 2005-06, California received approximately $19
million in federal support for transit security and that a comparable level of federal funding is
expected to be available to the state in 2006-07. Mass transit systems also are eligible recipients
under many other federal homeland security grants. The LAO believes that the proposed
program would only make marginal improvements, given the amount available and the identified
needs. For example, the Bay Area Rapid Transit (BART) district estimates $250 million in
necessary security improvements. Spread statewide, the proposed $5 million program would
provide only minimal resources to address these demands. In some cases, however, additional
funds would help provide some flexibility for activities that are ineligible for federal funding,
like minor construction projects.

Analyst’s Recommendation. The LAO recommends reducing funding by $2.5 million to allow
for other departments’ homeland security needs. The LAO notes that the Antiterrorism Fund is
the state’s only dedicated fund source for homeland security activities. The monies can be used
to fund activities that are ineligible for federal funding. The LAO believes that using almost the
entire fund balance for a single program is inconsistent with the original intent of the fund — to
address multiple departments’ homeland security requests.

Staff Recommendation. Consistent with the LAO recommendation, staff recommends (1)
reducing funding for the program by $2.5 million and (2) adopting trailer bill language that only
substitutes reference in statute from the Office of Criminal Justice Planning to the Office of
Emergency Services.

Action
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Appendix Ty ®)
Proposed Trailer Bill Language o @)yt

Homeland Security — California Mass Transportation Security Grant
Section 5066 of the Vehicle Code is amended to read:

5066. (a) The department shall, in conjunction with the California Highway Patrol,
design and make availabie for issuance pursuant to this article the California memorial
license plate. Notwithstanding Section 5060, the California memorial license plate may
be issued in a combinatiocn of numbers or letters, or both, as requested by the applicant
for the plates. Any person described in Section 5101 may, upon payment of the
additional fees set forth in subdivision (b), apply for and be issued a set of California
memorial license plates.

(b} In addition to the regular fees for an criginal registration or renewal of registration,
the following additional fees shall be paid for the issuance, renewal, retention, or transfer
of the California memorial license plates authorized pursuant to this section:

(1) For the original issuance of the plates, fifty dollars ($50).

(2) For a renewal of registration of the plates or retention of the plates, if renewal is not
required, forty dollars ($40).

(3) For transfer of the plates to another vehicle, fifteen doflars ($15).

(4) For each substitute replacement plate, thirty-five dollars ($35).

(5) In addition, for the issuance of an environmental license plate, as defined in
Section 5103, the additional fees prescribed in Sections 5106 and 5108 shall be
deposited proportionately in the funds described in subdivision (c).

(c) The department shall deposit the additional revenue derived from the issuance,
renewal, transfer, and substitution of California memorial license plates as follows:

(1) Eighty-five percent in the Antiterrorism Fund, which is hereby created in the
General Fund. Upon appropriation by the Legislature, the money in the fund shall be
alfocated by the Controller to the Office of Homeland Security to be used solely for

(2) Fifteen percent in the California Memorial Scholarship Fund, which is hereby
established in the General Fund. Moneys deposited in this fund shall be administered
by the Scholarshare Investment Board, and shall be available, upon appropriation in the
annuail Budget Act or in another statute, for distribution or encumbrance by the board
pursuant to Article 21.5 (commencing with Section 70010) of Chapter 2 of Part 42 of the
Education Code.

(d) The department shall deduct its costs to administer, but not to develop, the
California memoriat license plate program. The department may utilize an amount of
money, not to exceed fifty thousand dollars ($50,000) annually, derived from the
issuance, renewal, transfer, and substifution of California memorial license plates for the
continued promotion of the California memorial license plate program of this section.

(e) "Antiterrorism activities” means activities related to the prevention, detection, and
emergency response to ferrorism that are undertaken by state and local law
enforcement, fire protection,-and public health, and mass transportation agencies. The
funds provided for these activities, to the extent that funds are available, shall be used
exclusively for purposes directly related to fighting terrorism. Eligible activities include,
but are not limited to, hiring support staff to perform administrative tasks, hiring and

training additional law enforcement, fire protection,-and public health, and mass
transportation personnel, response training for existing and additional law enforcement,
fire protection,-arg public health, and mass transportation personnel, and hazardous
materials and other equipment expenditures.

(f) Beginning January 1, 2007, and each January 1 thereafter, the department shall
determine the number of currently outstanding and valid California memorial license
plates. If that number is less than 7,500 in any year, then the department shall no longer
issue or replace those plates.
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